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Many  urban  and  rural  areas  in  the  Commonwealth  have  experienced  chronic  economic 
decline  due  to  the  erosion  of  their  private  sector  employment  base.  The  results  of  such 
economic  decline  are  unemployment,  shrinking  tax  revenues,  underutilized  public  infra- 
structure, and  greater  public  expenditures  at  all  levels  of  government  for  welfare,  health, 
social  services  and  unemployment  compensation.  Recognition  of  this  fact  by  Governor 
Dukakis  and  the  Legislature  in  1976  resulted  in  the  creation  of  the  Massachusetts  Industrial 
Mortgage  Insurance  Agency. 

The  principal  purpose  of  this  Agency  is  to  increase  the  number  of  new,  permanent, 
private  sector  employment  opportunities  throughout  the  state  with  special  emphasis  on 

strengthening  the  fiscal  and  economic  condition  of  those  urban  and 
rural  areas  that  are  economically  distressed.  To  achieve  this  pur- 
-^^^-^^^—    pose,  the  Agency  offers  financial  assistance  to 
industrial  enterprises  willing  to  remain,  expand 
or  locate  in  the  Commonwealth,  particularly 
when  in  distressed  areas,  by  increasing  the 
flow  of  private  financing  through  the  use  of 
mortgage  guarantees. 
—  The  nature  of  assistance  provided,  how- 

^m  Mm  i  I  ^m  /■  '''  i     ^V  ever"  extenc's  beyond  the  activity  of  issuing 

~|%#B      !    1%/B      \     /  m  mortgage  insurance  for  industrial  projects. 

;     ▼      '  i      I   ▼      i  B  ^^^m  MIMIA  serves  as  a  screening  device,  informally  assisting 
^       ^^  A       m\m\m\      m\  companies  in  the  evaluation  of  their  capital  plans,  providing 
consultation  on  how  and  where  to  obtain  financing,  and  acting  as  a  liaison  with  and  for  the 
financial  community.  Recent  legislative  efforts  to  aid  business  in  the  state  has  created  a  some- 
what confusing  array  of  economic  development  resources  and  incentives.  One  of  the  func- 
tions performed  by  this  Agency,  therefore,  has  been  to  help  companies  identify  available 
sources  of  financial  assistance  wherever  it  may  be:  in  the  public  or  private  sectors  or  on  a 
federal,  state  or  local  level. 

Creative  packaging  becomes  possible  and  necessary  when  these  public  and  private 
sources  are  integrated  to  meet  the  financial  needs  of  expansion  plans  that  defy  conven- 
tional solutions.  One  such  example  is  represented  in  the  collaborative  efforts  of  the  State, 
the  Town  of  Deerfield,  the  Farmers  Home  Administration, 
the  Economic  Development  Administration,  local 
banks  and  MIMIA  to  assemble  a  comprehen- 
sive financing  plan  that  enabled  the  Millers 
Falls  Tool  Division,  a  major  employer 
in  Western  Massachusetts,  to  remain 
and  expand  their  operations  in 
this  State. 


_ 


The  past  fiscal  year  represents  the  first  full  year  of  operation  for  MIMIA.  Accordingly,  a  con- 
siderable amount  of  time  and  effort  had  to  be  devoted  to  disseminating  information  to  the 
business  and  financial  communities  about  who  we  were  and  what  role  we  could  play  in  stim- 
ulating industrial  growth  and  expansion.  This  was  primarily  accomplished  through  the  news 
media,  mailings,  numerous  meetings  and  speaking  engagements  with  businessmen,  bankers 
and  other  interested  parties  and  ultimately  through  word-of-mouth  as  an  increasing  number 
of  people  came  in  contact  with  MIMIA  during  the  year. 

As  of  June  30th,  37  (of  the  more  than  100  companies  offered  assistance)  had  filed  a 
Preliminary  Application  with  the  Agency  indicating  serious  interest  in  determining  the  availa- 
^__^       bility  of  mortgage  insurance  for  their  tentative  financing  plans.  Of  these,  eight 
I  11  _  progressed  to.the  point  of  formally  applying  for  mortgage 

;  j      B^^T) insurance,  resulting  in  six  insurance  commitments  being 

I      j|    lm^^  issued  for  a  total  of  $787,000  to  assist  those  firms  in  obtain- 

_  *    *  M^y  ing  $2,837,000  in  loans  to  finance  $4,296,600  of  capital 

^L    g  •  investment  in  the  State.  These  six  firms  (See  Exhibit  I) 

^^m^^k  ^^k  If    ^  1^\       cunently  employ  1,173  people  and  expect  to  add  another 
j  I  W^  ^^  |  |  j        i  I  |  I    |  I       458  full-time  jobs  within  the  next  two  years  as  a  result  of 
A^^%^  •      A*  A      their  capital  investment. 

Identifying  and  measuring  in  a  precise  manner  the 
nature  and  amount  of  public  benefit  generated  by  an 
Agency  such  as  MIMIA  is  a  challenging,  if  not  outright  impos- 
sible task,  especially  during  the  first  year.  It  is  impossible,  for 
instance,  to  determine  precisely  how  many  of  the  1,173  existing  jobs  might  have  been  lost 
without  MIMIA' s  intervention  and  how  many  of  the  projected  458  jobs  would  have  been  cre- 
ated anyway.  It  is  also  difficult  to  quantify  the  economic  value  of  those  jobs  that  are  saved 
and/or  created  and  the  resulting  increases  in  revenue  to  the  state  from  corporate  and  per- 
sonal income  taxes,  sales  taxes,  property  taxes  and  unemployment  taxes.  There  is  also  the 
savings  that  accrue  from  a  decrease  in  unemployment,  such  as  welfare-related  expenditures 
and  unemployment  compensation.  Last,  but  not  least,  how  does  one  quantify  in  a  meaning- 
ful way  the  value  of  greater  utilization  of  an  existing  underutilized  public  infrastructure? 
Suffice  it  to  say,  all  of  these  public  benefits  are  present  and  substantial  in  a  very  real 
sense.  There  is  no  doubt,  for  instance,  that  the  Millers  Falls  Tool  Division  would  have  left  the 
State  and  left  Franklin  County  with  650  unemployed  persons;  there  is  no  doubt  that 
Creative  Carving  would  have  been  unable  to  start  its  business  and  re-employ  people  laid  off 
by  a  predecessor  company  that  went  out  of  business;  and,  there  is  no  doubt  that  the  eco- 
nomic dollars  being  created  are  very  large  when  one  notes  that  the  Federal  Reserve  Bank 
has  estimated  the  value  of  a  manufacturing  job  in  Massachusetts  to  be  nearly  $25,000. 

Assuming  the  remaining  four  companies  who  have  not  completed  their  projects  as  yet, 
do  so  and  that  all  six  reach  their  employment  projections,  well  over  $11,000,000  of 
economic  value  would  have  been  created  in  addition  to  increased  tax 
revenues  and  a  decrease  in  the  social  costs  to  the  State. 


Review 
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THE  MIMIA  BOARD  OF  DIRECTORS:  (Clockwise  from  Upper  Left)  John  McP.  Collins,  Chairman  of  the  Board,  Springfield 
Institution  for  Savings;  John  D.  Crosier,  Commissioner,  Massachusetts  Department  of  Commerce  and  Development;  George  M. 
Romm,  President,  Romm  and  Company,  Inc.;  William  B.  Russell,  President,  Fifty  Associates;  Robert  L.  Beal,  Executive  Vice  President, 
Beal  &  Company. 

The  cost  to  the  State  of  establishing  this  Agency  is  expected  to  be  minimal  as  fee  in- 
come, insurance  premiums  and  investment  income  are  projected  to  be  sufficient  to  fully 
support  its  operations  and  maintain  an  adequate  insurance  reserve.  Initial  advances  for  the 
operational  development  of  the  Agency  are  expected  to  be  ultimately  repaid.  The  sole  cost 
may  then  be  viewed  as  the  $2,000,000  initial  appropriation  used  to  establish  the  insurance 
reserve  fund. 

In  sum,  while  it  may  not  be  possible  at  this  time  to  derive  an  accurate  assessment  of  the 
total  dollar  benefit  accruing  to  the  public  as  a  result  of  this  Agency's  activities,  it  does  seem 
perfectly  clear  that  this  leveraged  use  of  its  insurance  dollars  is  creating  a  benefit  equal  to 
many  times  that  of  its  cost  to  the  State.  Furthermore,  it  is  helping  to  create  that  intangible  but 
all-important  sense  of  a  more  favorable  business  climate  returning  once  again  to  the 
Commonwealth. 

Looking  briefly  into  Fiscal  1979,  the  activity  during  this  First  Quarter  has  almost  equalled 
that  of  the  entire  past  year,  resulting  in  a  level  of  activity  that  exceeds  that  of  every  other 
mortgage  guarantee  program  in  New  England.  Furthermore,  these  latest  financings  repre- 
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sent  a  creative  innovation  in 
that  they  include  the  first 
industrial  revenue  bonds  to 
be  guaranteed  by  a  public 
agency  such  as  MIMIA, 
thereby  enabling  smaller  com- 
panies to  obtain  the  lowest 
possible  interest  rate.  No  other 
state  in  New  England  has  em- 
ployed mortgage  insurance  ex- 
actly in  this  manner. 

Another  major  development  was 
the  passage  of  legislation  in  July  signifi- 
cantly expanding  the  scope  of  this  Agency 
to  include  the  function  of  the  State  Industrial 
Finance  Board,  the  power  to  issue  industrial 
revenue  bonds  anywhere  in  the  State  and  the 
capability  of  providing  100%  federally-guaranteed,  tax- 
exempt  pollution  control  bonds.  In  addition,  the  Agency 
name  will  be  changed  to  the  Massachusetts  Industrial  Finance 
Agency  (MIFA)  and  under  its  insurance  program  (formerly  MIMIA),  the 
Agency  will  now  be  able  also  to  guarantee  mortgages  for  the  rehabilitation  of 
commercial  buildings  in  designated  downtown  revitalization  areas. 

This  will  be  an  exciting  year.  With  the  mortgage  insurance  program  well  underway,  we 
look  forward  to  implementing  these  new  programs  and  innovations  in  economic  develop- 
ment under  the  name  of  MIFA. 


Thomas  A.  D'Avanzo 
Executive  Director 


John  McP.  Collins 
Chairman  of  the  Board 


September  30, 1978 
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COOPERS      &      LY  BRAND 


CERTIFIED    PUBLIC    ACCOUNTANTS 


A    MEMBER    FIRM    OF 
COOPERS    &  LYBRAND   (INTERNATIONAL 


To  the  Board  of  Directors  of 

Massachusetts  Industrial  Mortgage  Insurance  Agency: 

We  have  examined  the  balance  sheet  of  Massachusetts  Industrial  Mortgage  Insurance  Agency  as  of  June  30, 1978 
and  the  related  statement  of  revenue  and  expense  and  retained  earnings,  statement  of  changes  in  insurance  fund  and 
statement  of  changes  in  financial  position  for  the  year  then  ended.  Our  examination  was  made  in  accordance  with  gener- 
ally accepted  auditing  standards  and,  accordingly,  included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

The  financial  statements  for  the  year  ended  June  30, 1977  which  are  included  for  comparative  purposes  only  were 
not  examined  by  us  and,  accordingly,  we  do  not  express  an  opinion  on  them. 

In  our  opinion,  the  aforementioned  financial  statements  present  fairly  the  financial  position  of  Massachusetts 
Industrial  Mortgage  Insurance  Agency  at  June  30, 1978  and  the  results  of  its  operations  and  the  changes  in  its  financial 
position  for  the  year  then  ended,  in  conformity  with  generally  accepted  accounting  principles  applied  on  a  consistent  basis. 


V6    cTy^s^C 


Boston,  Massachusetts 
July  18, 1978 


MASSACHUSETTS  INDUSTRIAL  MORTGAGE  INSURANCE  AGENCY 

BALANCE  SHEETS,  June  30, 1978  and  1977 


ASSETS 

Cash 

Time  deposits    

Accounts  receivable 

Accrued  interest  receivable 

Investments  (Note  D) 

Insurance  Fund: 

Time  deposits 

Investments  (Note  D) 

Prepaid  expenses 

Fixed  assets  at  cost  (Note  E) 

Other  assets 

LIABILITIES 

Accounts  payable  and  accrued  expenses 12, 129 

Insurance  Fund: 

Unearned  premiums  (Note  G)  1,245 

Total  liabilities 13,374 

Commitments  (Note  H) 

RETAINED  EARNINGS  AND  INSURANCE  FUND 

Insurance  Fund  (Note  C) 2,000,745 

Advances  from  Commonwealth  of  Massachusetts  (Note  F) 133,000 

Retained  earnings  73,892 

Total  retained  earnings  and  Insurance  Fund  2,207,637 


1977 

1978 

(Unaudited) 

$   13,089 

$   2,555 

33,057 

65,587 

— 

448 

9,239 

10,576 

157,400 

— 

1,990 

— 

2,000,000 

2,000,000 

668 

377 

4,193 

— 

1,375 

747 

$2,221,011 

$2,080,290 

2,475 


2,475 


2,000,000 
63,000 
14,815 

2,077,815 


$2,221,011        $2,080,290 


The  accompanying  notes  are  an  integral  part  of  the  financial  statements. 


MASSACHUSETTS  INDUSTRIAL  MORTGAGE  INSURANCE  AGENCY 
STATEMENTS  OF  REVENUE  AND  EXPENSE  AND  RETAINED  EARNINGS 

for  the  years  ended  June  30, 1978  and  1977 


1977 

1978  (Unaudited) 

Revenue: 

Interest $133,288  $41,163 

Application  fees 5,246  — 

Commitment  fees 7,870  — 

146,404  41,163 

Expense: 

Payroll  and  fringe  benefits 66,467  14,178 

Office 4,600  2,885 

Rent  and  utilities 2,438 

Telephone 1,934  384 

Postage 796  70 

Travel  and  entertainment 1,633  2,330 

Professional  fees 6,51 1  1,000 

Other 2,948  5,501 

87,327  26,348 

Excess  of  revenues  over  expenses 59,077  14,815 

Retained  earnings,  beginning  of  period 14,815  — 

Retained  earnings,  end  of  period $  73,892  $14,815 


The  accompanying  notes  are  an  integral  part  of  the  financial  statements. 


MASSACHUSETTS  INDUSTRIAL  MORTGAGE  INSURANCE  AGENCY 

STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 

for  the  years  ended  June  30, 1978  and  1977 


1978 


Financial  resources  were  provided  by: 

Net  income  —  Insurance  Fund $        745 

Net  income  from  operations 59,077 

Increases  (decreases)  from  operations  not  requiring  funds: 

Accounts  receivable 

Accrued  interest  receivable 

Prepaid  expenses  

Other  assets 

Accrued  expenses 

Accounts  payable  

Insurance  Fund: 

Premiums  receivable 

Unearned  premiums 

Total  from  operations 71,587 

Establishment  of  Insurance  Fund — 

Advances  from  Commonwealth  of  Massachusetts 70,000 

$141,587 

Financial  resources  were  applied  to: 

Purchase  of  fixed  assets  4, 193 

Purchase  of  short-term  investments,  net 157,400 

Insurance  Fund: 

Time  deposits 1,990 

Purchase  of  investments,  net — 

163,583 

Change  in  cash  10,534 

Change  in  time  deposits  (decrease) (32,530) 


1977 
(Unaudited) 


$      14,815 


448 

(448) 

1,337 

(10,576) 

(291) 

(377) 

(628) 

(747) 

4,537 

1,829 

5,117 

646 

1,245 

— 

5,142 

2,000,000 
63,000 

$2,068,142 


2,000,000 
2,000,000 

2,555 
65,587 


$141,587        $2,068,142 


The  accompanying  notes  are  an  integral  part  of  the  financial  statements. 


MASSACHUSETTS  INDUSTRIAL  MORTGAGE  INSURANCE  AGENCY 

STATEMENTS  OF  CHANGES  IN  INSURANCE  FUND 

for  the  years  ended  June  30, 1978  and  1977 


Insurance 
Fund 

Balance,  July  1, 1976 

Establishment  of  Insurance  Fund  -  Chapter  283  of  the  Acts  of  1976,  March  4, 1977  (Note  C) $2,000,000 

Net  income — 

Balance,  June  30, 1977  (unaudited)   2,000,000 

Premiums  earned 745 

Net  income 745 

Balance,  June  30, 1978 $2,000,745 


The  accompanying  notes  are  an  integral  part  of  the  financial  statements. 


II 


MASSACHUSETTS  INDUSTRIAL  MORTGAGE  INSURANCE  AGENCY 

NOTES  TO  FINANCIAL  STATEMENTS 


A.  Significant  Accounting  Policies: 
Revenue  Recognition 

The  Agency  records  application  and  commitment  fees  as  revenue  when  received.  Interest  income  is  recorded  as 
earned.  Premium  income  is  earned  ratably  over  the  life  of  the  insurance  agreement. 

B.  Organization: 

The  Agency  was  created  in  1976  under  Chapter  23A,  Sections  29-35  of  the  Massachusetts  General  Laws  as  a  public 
corporation  and  government  instrumentality  to  stimulate  industrial  growth  and  economic  development  by  the  insuring 
of  industrial  mortgage  loans  and  revenue  bonds.  The  Agency  is  governed  by  a  Board  of  five  members,  consisting  of 
the  Commissioner  of  Commerce  and  Development  and  four  members  appointed  by  the  governor.  Before  any  loan 
or  bond  may  be  insured,  the  Board  must  satisfy  itself  with  regard  to  a  number  of  findings,  including  certain  limitations 
as  to  the  amount  of  insurance  that  may  be  issued  with  respect  to  an  individual  loan  and  in  the  aggregate  for  all  loans. 
The  Agency  received  its  initial  funds  (See  Notes  D  and  F)  on  March  4, 1977. 

C.  Insurance  Fund: 

The  Insurance  Fund  was  established  pursuant  to  Section  32  of  Chapter  23A  for  the  purpose  of  providing  security 
to  the  holders  of  approved  industrial  mortgage  loans  or  revenue  bonds.  Premium  income  received  and  state  appro- 
priations or  other  monies  made  available  to  the  fund  are  credited  thereto.  Interest  income  earned  by  the  fund  is 
credited  to  operations  — 1977  interest  income  has  been  reclassified  to  conform  to  this  presentation. 

D.  Investments: 

The  Commonwealth  appropriated  $2,000,000  to  the  Insurance  Fund  under  Chapter  283  of  the  Acts  of  1976,  which 
monies  were  placed  under  trust  agreements  with  certain  banks  in  the  Commonwealth.  Funds  may  be  invested  in 
certificates  of  deposit  of  banks  or  trust  companies  in  the  Commonwealth  with  certain  minimum  requirements  of 
capital  and  surplus  or  in  obligations  of  the  United  States  Government  or  its  agencies  which  are  guaranteed  by  the 
United  States. 

Continued 


MASSACHUSETTS  INDUSTRIAL  MORTGAGE  INSURANCE  AGENCY 
NOTES  TO  FINANCIAL  STATEMENTS,  Continued 


D.  Investments,  continued: 

At  June  30, 1978,  investments  included: 


Certificates  of  deposit 


Maturity 
Date 


U.S.  Treasury  Bills 


March  5, 1979 
December  12, 1979 

July  25, 1978 
July  27, 1978 
July  27, 1978 
May  29, 1979 


Interest 
Rate 

6.25% 

8.30% 

6.92% 
6.00% 
6.294% 
7.70% 


Market 
Value 

$1,000,000 
1,000,000 

49,772 
14,933 
64,701 
27,994 

$2,157,400 


E.  Fixed  Assets  and  Depreciation: 

Fixed  assets  with  a  cost  of  $4,193  were  acquired  at  the  close  of  fiscal  1978.  Accordingly,  there  is  no  provision  for 
depreciation  in  the  accompanying  financial  statements. 

F.  Advances  from  Commonwealth  of  Massachusetts: 

The  Agency  has  received  $133,000  from  the  Commonwealth  of  Massachusetts  to  support  operations  during  the 
development  of  the  Agency.  While  not  required,  such  funds  may  be  refunded  to  the  Commonwealth  in  the  future. 

G.  Insurance  In  Force  and  Outstanding  Commitments: 

At  June  30, 1978,  insurance  in  force  aggregated  approximately  $190,000  and  there  were  outstanding  commitments 
amounting  to  $588,000  to  insure  a  portion  of  additional  loans. 

H.  Rental  Commitments: 

The  Agency  shares  office  space  with  the  Community  Development  Finance  Corporation.  The  Agency's  share  (42%) 
of  the  cost  of  such  space  for  the  year  ended  June  30, 1978  was  $2,438. 

Future  commitments  for  space  are  $9,750  in  fiscal  1979, 1980  and  $6,500  in  1981.  The  Agency  may  terminate 
the  lease  without  penalty  as  of  March  1, 1980  or  any  date  thereafter. 

I.    Contributed  Office  Space: 

During  the  period  from  December  1976  through  March  1978,  the  Commonwealth  of  Massachusetts  provided  office 
space  at  no  cost  to  the  Agency.  The  value  of  such  space  has  not  been  determined  and  is  not  believed  to  be  material 
to  the  operations  of  the  Agency. 


EXHIBIT  I 

Insured  Loans  Outstanding 

1.  Creative  Carving,  Inc.  —  Boston 

2.  Merrimack  Magnetics  Corporation  —  Lowell 

Insurance  Commitments  Outstanding 

1.  Fabtron  Corporation  — Waltham 

2.  Millers  Falls  Co.  Division  —  Deerfield 

3.  Congress  Technical  Spray  Co.,  Inc.  —  Dracut 

4.  Acme  Canvas  Company,  Inc.  —  Maiden 


THE  MASSACHUSETTS  INDUSTRIAL 
MORTGAGE  INSURANCE  AGENCY 


